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Office of the General Counsel
Federal Election Commission

SOE S, N, o ADR 1994-39

Subject: New York Mercantile Exchange
Our File No. 62751-08

Dear General Counsel:

On August 3, 1994, the New York Mercantile Exchange ("NYMEX")
consummated a merger with the Commodity Exchange, Inc. ("COMEX"), pursuant to
which COMEX became a subsidiary of NYMEX (hereinafter the "COMEX Division").
A copy of the Joint Proxy Statement relative to the merger between NYMEX and
COMEX is appended to this letter as Annex A (the "Joint Proxy Statement").

NYMEX wishes to consolidate the operations of the separately segregated
funds formerly sponsored by each exchange. It plans to dissolve the COMEX fund,
which is registered as COMPAC ("COMEX PAC") and thereafter conduct all
solicitations involving the COMEX Division through NYMEX Political Action
Committee, Inc. ("NYMEX PAC"). On behalf of NYMEX and NYMEX PAC, we seek
confirmation, by advisory opinion of the Federal Election Commission ("FEC" or the
"Commission") pursuant to 11 CF.R. Section 112.1, that, following this consolidation,
NYMEX PAC lawfully may solicit Comex Division members.

1. Background

NYMEX is the nation’s third largest futures exchange and the world’s
largest energy commodities market. COMEX Division is the world s most active precious
metals market.



Federal Election Commission
NYMEX Advisory Opinion Request
Page 2

At closing of the merger between NYMEX and COMEX, former COMEX
Regular Members (referred to herein as "OOMEX Division Members")Y were invested
with trading privileges in futures markets operated within the COMEX Division and
trading privileges associated with certain contracts traded now or in the future as the
markets operated by NYMEX (the "NYMEX Division"). These trading privileges have
significant economic value. COMEX Division Members also have an economic stake in
NYMEX based upon its futuré economic success.

NYMEX intends immediately to wind up the affairs of COMEX PAC.
Any funds remaining in COMEX PAC will be transferred to NYMEX PACY
Henceforth, NYMEX intends to maintain only one separate segregated fund for itself
and its COMEX Division subsidiary.

2. Analysis
2.1 COMEX Division Members’ Financial Interest in NYMEX
As a membership association, NYMEX freely may solicit persons defined
by the Commission to be solicitable members of the exchange. In rules issued in August
1993, the Commission defined such solicitable persons as follows:
Meﬁbem means all persons who are currently satisfying the requirements

for membership in a membershlp association, affirmatively accept the
membership association’s invitation to become a member, and either:

Y As noted in the Joint Proxy Statement, COMEX Division “membership" categories include (using Joint
Proxy Statement terms) COMEX Division Regular Members, COMEX Division Licensees, COMEX
Division Member Firms, Option Seatholders, and Aluminum Seatholders. NYMEX acknowledges FEC
holdings which restrict solicitation of "membership” classifications with lesser financial and voting stakes in
organizations, and thus intends to solicit only those members referred to in the Joint Proxy Statement as
"COMEX Regular Members" or "COMEX Division Regular Members” (referred to herein as "COMEX
Division Members®). The term COMEX Division Members as used in this memorandum expressly
excludes the following "membership® categories referred to in the Joint Proxy Statement: COMEX
Division Licensees, COMEX Division Member Firms, Option Seatholders, and Aluminum Seatholders.
See, e.g. FEC Advisory Opinion No. 1988-38, FEC Financing Guide 95940 (CCH); FEC Advisory Opinion
No. 1988-39, FEC Financing Guide 15941 (CCH).

2 In accordance with FEC regulations, NYMEX PAC and COMEX PAC became affiliates upon
consummation of the merger (11 C.F.R. § 100.5(g)(2) (1994). Accordingly funds may be transferred freely
among them. 11 C.F.R. § 110.3(c)(1) (1954). |
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(i) Have some significant financial attachment to the
membership organization, such as a significant investment or
ownership stake (but not merely the payment of dues);

(ii) Are required to pay on a regular basis a specific amount
of dues that is predetermined by the association and are
entitled to vote directly either for at least one member who has
full participatory and voting rights on the highest governing body
of the membership association, or for those who select at least
one member of those on the highest governing body of the
membership association; or

(iii) .Are entitled to vote directly for all of those on the highest
goveming body of the membership association.

58 Fed. Reg. 45774-15 (1993) (to be codified at 11 CF.R § 100.8(b)(4)(iv)(B))
(emphasis added); see also revised 11 C.F.R. § 114.1(e)(2)(i), id

Thus, in.order for NYMEX permissibly to solicit a member, such a person
need meet only one of three criteria: (1) he or she must have a significant financial stake,
(2) he or she must pay.regular dues and have certain limited voting rights, or (3) he or
she must be entitled to vote for all members of the highest governing board. We believe
that COMEX Division Members quahfy under the first leg of this test, because they have
clear and substantial economic interest in NYMEX.

COMEX Division Members have limited voting rights in the COMEX
subsidiary and currently do not pay dues (although they could be required to do so).
However, their economic stake in the combined enterprise is significant. This stake. takes
three forms: (i) trading privileges in the COMEX Division; (iii) trading privileges with -
respect to contracts traded on the NYMEX Division and (iii) a substantial monetary
interest in the success of the organization as a whole.

COMEX Division Trading Privilegess COMEX Division Members have
retained all of their pre-merger trading privileges, which include the right to trade the
gold, silver, copper, and Eurotop 100 contracts that previously were traded on COMEX. -
For COMEX Division Members, the ability to trade these contracts was their primary
economic interest in the former independent exchange and for many, these rights define
their livelihood.
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NYMEX Division Trading Privileges: COMEX Division Members also
obtained valuable trading privileges in the NYMEX Dmsnon, including full rights to trade
new metals contracts and to trade on NYMEX ACCESS™ (electronic trading) ail
COMEX Division floor contracts and new metals contracts; proprietary trading privileges
for an unlimited time in any platinum/palladium contracts; proprietary trading privileges
for two years in each new energy contract, new metals contract, or replacement contract
approved for trading on any part of NYMEX; and certain limited NYMEX floor trading
rights in new energy contracts, new metals contracts and platinum/palladium contracts.

Monetary Interest: Although all equity interest in the COMEX Division
subsidiary was relinquished by COMEX Division Members pursuarit to the merger, they
retained control of their individual seats, which they may freely sell for value. These
seats currently are trading for approximately $125,000 each. Ownership of a seat on the
COMEX Division is the prerequisite to becoming a Comex Division Member and
therefore obtaining trading privileges and other rights of COMEX Division Membership.

COMEX Division Members also are entitled to deferred cash payments (in
addition to an initial cash payment of approximately $40,000 paid to each former
COMEX Regular Member). These deferred cash payments, estimated to be
approximately $25,000 per COMEX Division Member, represent an indirect financial
interest in NYMEX. COMEX Division Members additionally have the right to share
among themselves up to $20 million in deferred ticker-based payments on the first four
merger anniversaries. These payments essentially are dependent upon the success of the
combined enterprise.

Safeguards of Financial Stake: The trading privileges and seat value
underlying a COMEX Division Member’s economic stake are protected by certain special
provisions in the Merger agreement.. For example, NYMEX is not allowed to increase
the number of COMEX Division Memberships (and thus dilute the trading privilege
value) without the concurrence of a majority vote of the COMEX Division Members.
Further, pre-merger COMEX trading privileges for COMEX Division Members are
similarly protected by the requirement that a majority vote (two-thirds for allowance of
certain competing contracts) of COMEX Division Members would be required to concur
in any termination or significant reduction of those trading pnvn]eges y Similarly, a two-
thirds majority of the COMEX Division Members must concur in any decision to allow
new persons to trade additional, former COMEX contracts.

¥ See, eg., Joint Proxy Statement at 141-146.
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Given these factors, COMEX Division Members plainly have a major stake -
in the NYMEX organization as a whole. They therefore fit within the category of
persons defined as "solicitable persons” within membership organizations and should be
solicitable directly by NYMEX PAC.

2.2 Solicitation of COMEX Division Members Based Upon the Auxiliary Relationship
Between NYMEX and the COMEX Division Subsidiary

The COMEX Division is a corporate subsidiary of NYMEX. Thus, if
COMEX Division Members were held to be "members" of the COMEX Division but not
'members” of NYMEX, COMEX Division Members nevertheless would be directly
solicitable by NYMEX as members of an auxiliary or atﬁhate organization (Le., the
COMEX Division).

FEC regulations provide that "[a]ll committees (including a separate--- -
segregated fund . . . ) established, maintained or controlled by the same corporation, . . .
including any parent, subsidiary, branch, [or] division . . . thereof, are affiliated." 11
CF.R. § 100.5(g)(2) (1994). Affiliated committees share a single limit on contributions if
they are "established, financed, maintained or controlled by . . . [a] single corporation
and/or its subsidiaries." 11 C.F.R. § 100.5(g)(3) (1994).

An FEC Advisory Opinion issued in 1982 provides further:

[W]here one incorporated membership organization maintains such control
over a second like organization as to indicate affiliation within the meaning
of the Commission’s regulations, the PAC of the first organization may
extend its solicitable class to include the members of its affiliate, as well as
its own members.

FEC Advisory Opinion 1981-55, FEC Financing Guide Y 5635 (CCH). Accordingly, even
if it were to be held that COMEX Division Members are not solicitable members of
NYMEX itself, solicitation of them is allowed on grounds of affiliation.

23 Unnecessary Duplication of Effort and Regulatory Oversight Resulting from
Continued Operation of Two Committees

If NYMEX PAC is unable to solicit COMEX Division Members,
NYMEX'’s only option would be to continue the operation of COMEX PAC. By virtue
of the merger, however, NYMEX PAC and COMEX PAC are now affiliated committees.
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See 11 CF.R. Section 100.5(g)(2), supra and 11 CFR. § 110.3(a). NYMEX PAC and
COMEX PAC thus would share a single contribution limit, 11 C.F.R. § 100.5(g)(3), and
the funds held by NYMEX PAC and COMEX PAC could be freely transferred between
NYMEX PAC and COMEX PAC. 11 CF.R. § 110.3(c). |

~ This result would be virtually identical to the operation of one committee
under NYMEX auspices, but would require twice as much administrative effort and
expense by NYMEX and twice as much regulatory oversight effort and expense by FEC.
In effect, form would be elevated completely over substance with no recognizable benefit
to the public. For this reason as well, we urge the Commission to approve the operation
of a single committee capable of gathering contributions both from NYMEX solicitable
persons (members of NYMEX and the now combined senior staff of the two former
exchanges) and COMEX Division Members.

] * *

Your earliest attention to this submission will be appreciated. Please call
upon the undersigned if you have any questions or wish additional information.

Very truly yours,

SUTHER D, ASBILL\& BRENNAN

By: kA
Peter H. Rodgers
Gregory L. Worth

Attorneys for the New York Mercantile Exchange and
NYMEX Political Action Committee, Inc.
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cc:  Ronald S. Oppenheimer, Esq.
Executive Vice President and General Counsel
New York Mercantile Exchange

Mark W. Seetin

Vice President

Government Affairs

New York Mercantile Exchange
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NEW YORK MERCANTILE EXCHANGE
AND

COMMODITY EXCHANGE, INC.

This Joint Proxy Statement (the "Joint Proxy Statement") is being furnished to individual regular
members of record of the New York Mercantile Exchange ("NYMEX") and full members in Commodity
Exchange, Inc. ("COMEX") in connection with the solicitation of proxies by the Board of Directors of
NYMEX and the Board of Governors of COMEX for use at the respective Special Meetings of the
Members of NYMEX and COMEX (including any adjournments or postponements thereof) to be held
on April 25, 1994. This Joint Proxy Statement relates to the proposed merger of COMEX Acquisition
Corp., a wholly owned subsidiary of NYMEX ("Mergeco”), with and into COMEX, pursuant to the
Agreement and Plan of Merger dated January 28, 1994, as amended, among NYMEX, Mergeco and
COMEX.

This Joint Proxy Statement is first being distributed to members of NYMEX and COMEX on or
about March 26, 1994. .

The date of this Joint Proxy Statement is March 26, 1994.
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SPECIAL MEETINGS

At the Special Meetings, individual regular members of record of NYMEX (the "NYMEX
Members") and owners of record ("COMEX Regular Members") of full memberships in COMEX (the
*COMEX Regular Memberships") as of the close of business on the Record Date will consider and vote
upon a proposal to approve and adopt the Agreement and Plan of Merger dated January 28, 1994 and
attached hereto as Annex B, as amended from time to time (the "Merger Agreement"), among COMEX,
NYMEX and Mergeco. NYMEX Commercial Associate Members will not be entitled to vote at the
NYMEX Special Meeting or to receive any portion of the Special Distributions. Under the terms, and
subject to the conditions, of the Merger Agreement, Mergeco will be merged with and into COMEX,
which will continue as the surviving corporation ("New COMEX") and become a wholly owned
subsidiary of NYMEX. The merger of Mergeco and COMEX provided for in the Merger Agreement
is referred to in this Joint Proxy Statement as the "Merger." “See "THE SPECIAL MEETINGS —
Matters To Be Considered at the Special Meetings" and "— Voting and Voting Procedures at the Special
Meetings; Record Date."

The Merger )

If the Merger Agreement is approved and adopted by the NYMEX Members and the COMEX
Regular Members and the other applicable conditions to the Merger are satisfied, the Merger will become
effective upon the acceptance for filing by the Secretary of State of the State of New York of a duly
executed Certificate of Merger (the time the Merger becomes effective is sometimes referred to in this
Joint Proxy Statement and the Merger Agreement as the "Effective Time"). The conditions to the Merger
include receipt of approval of the Merger by the Commodity Futures Trading Commission (the "CFTC").
It is currently anticipated that the Merger will occur in the summer of 1994.

Under the terms of the Merger Agreement, the COMEX Regular Memberships are deemed to
consist of two components: (a) trading privileges (the "Old COMEX Trading Privileges”) and (b) equity
interests in COMEX (the "Old COMEX Equity Interests").

The Merger will convert the Old COMEX Trading Privileges into the rights and privileges to
trade futures, futures option contracts and similar instruments on the new COMEX Division of NYMEX
(the "COMEX Division") pursuant to the By-Laws of New COMEX (the "New COMEX By-Laws") and
the rules of New COMEX and Chapter 3 of the rules of NYMEX (collectively, the "New COMEX
Rules”) that will be in effect following the Merger. These new trading privileges are referred to in this
Joint Proxy Statement as the "New COMEX Trading Privileges,"” are summarized under "SUMMARY
— Trading Privileges After the Merger" and are described below in detail under "THE NEW COMEX
BY-LAWS AND RULES — New COMEX Trading Privileges."

The Merger will convert each Old COMEX Equity Interest into the right to receive a pro rata
share of:

(a) Cash in the amount of $30 million (subject to adjustment based on the "Adjusted Liquid
Net Worth" of COMEX immediately prior to the Effective Time of the Merger), which
will be payable immediately after the Merger to the COMEX Regular Members
immediately prior to the Effective Time. See "THE MERGER AGREEMENT —
Merger Consideration — Initial Cash Payment” and "— Merger Consideration —
Payment of Initial Cash Payment and Distribution of Notes."




®) Cash payments (the "Deferred Cash Payments”) in the amount of $20 million, plus
interest, of which $5 million, plus interest, will be payable by NYMEX on each of the
first, second, third and fourth anniversaries of the Merger to the persons who are
COMEX Division Regular Members on the respective record dates with respect to those
payments. The "record date” is the date (whether or not a business day) that is 10 New
York Mercantile Exchange Trading days prior to such payment date. The amount of the
Deferred Cash Payments is subject to adjustment. See "THE MERGER AGREEMENT
- Merger Consideration — Deferred Payments" and "DESCRIPTION OF THE
NOTES.".

© Additional cash payments (the "Ticker-Based Payments" and together with the Deferred
Cash Payments, the "Deferred Payments™) of up to $20 million (subject to postponement
and adjustment in certain clrcumstances), of which one quarter will be payable on each
of the first, second, third and fourth anniversaries of the Merger to the persons who are
COMEX Division Regular Members on the respective record dates with respect to those
payments. The amount of the Ticker-Based Payments, which will be calculated on an
annualized after-tax basis, will be the amount by which the COMEX Division’s share of
revenues (principally "ticker fees") from Commodities Exchange Center, Inc. ("CEC")
between January 1, 1995 and March 31, 1995 exceeds $18 million (subject to a
$5 million annual cap). The amount of the Ticker-Based Payments, after it has been
- determined by reference to the amount of the COMEX Division’s share of revenues from
CEC, is subject to adjustment, and the time of payment is subject to postponement. The
Ticker-Based Payments will only bear interest to the extent that an installment is
postponed and paid after its due date, pursuant to the terms of the Merger Agreement.
See "SUMMARY — Deferred Cash Payments, Ticker-Based Payments and Special IPO
Payments," "THE MERGER AGREEMENT — Merger Consideration — Deferred
Payments," "-— Merger Consideration — Offset" and "DESCRIPTION OF THE
NOTES."

The Deferred Payments will be evidenced by NYMEX's Promissory Notes Due 1998 (the

“Notes"). NYMEX's obligation to make payments under the Notes will be supported by a letter of credit

- (the "Letter of Credit") issued by Chemical Bank or. another qualified bank (the "LC Issuer”). No Note

may be sold separately from the COMEX Division Regular Membership with which the Note is first

issued following the Merger and the Note associated with a COMEX Division Regular Membership must

be sold with the COMEX Division Regular Membership with which it is associated. See
"DESCRIPTION OF THE NOTES."

In addition, if in the future NYMEX participates in a public offering of equity securities for cash
(a "NYMEX IPO"), the persons who are COMEX Division Regular Members as of that time will be
entitled to receive a pro rata share of $10 million in cash upon the receipt by NYMEX of the proceeds
of the first such NYMEX IPO. See "THE MERGER AGREEMENT — Special IPO Payments."
NYMEX currently has no plans for a NYMEX IPO, and there is no assurance one will ever occur.

In the Merger, the Old COMEX Equity Interests, which include the right to (i) vote and
participate in corporate governance and (ii) receive distributions (including upon liquidation) automatically
will be cancelled and cease to exist, and will be replaced by the rights described above and elsewhere in
this Joint Proxy Statement.




. The COMEX Regular- Members at the time of the Merger will become "COMEX Division
Regular Members" after the Merger. NYMEX Members at the time of the Merger will become
"NYMEX Division Members" after the Merger.

No persons have been authorized to give any information or to make any representation
other than those contained in this Joint Proxy Statement and, if given or made, such information
or representation must not be relied upon as having been authorized by NYMEX, COMEX or any
other person. The delivery of this Joint Proxy Statement shall not, under any circumstances, create
an implication that there has been no change in the affairs of NYMEX or COMEX since the date
hereof or that the information herein is correct as of any time subsequent to its date.

THE NOTES ARE OFFERED PURSUANT TO AN EXEMPTION FROM REGISTRATION
WITH THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION. THE
COMMISSION DOES NOT PASS UPON THE MERITS OF ANY SECURITIES NOR DOES IT
PASS UPON THE ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR
OTHER SELLING LITERATURE.

AVAILABLE INFORMATION

This Joint Proxy Statement refers to documents which are not annexed hereto. The schedules to
the Merger Agreement which are not annexed hereto, including the Paying Agency Agreement, the Note
Agency Agreement and the Letter of Credit, are available to any person to whom this Joint Proxy
Statement is delivered, on written or oral request (including a request made in person), without charge,
directed to New York Mercantile Exchange, 4 World Trade Center, New York, New York 10048
(Telephone: 212-938-2222), Attention: Department of Membership Services, or directed to Commodity
Exchange, Inc., 4 World Trade Center, New York, New York 10048 (Telephone: 212-938-2900),
Attention: Office of the Secretary. In order to ensure timely delivery of the documents, any requests
should be made by April 15, 1994. The schedules to the Merger Agreement will also be available for
inspection at the offices indicated above during regular business hours at any time prior to the Special
Meetings. With certain exceptions relating to certain proprietary and/or confidential information,
documents referred to in this Joint Proxy Statement that are not annexed hereto or are not schedules to
the Merger Agreement are available for inspection at the offices indicated above during regular business
hours at any time prior to the Special Meetings.
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SUMMARY
The following is a summary of certain information contained elsewhere in this Joint Proxy
Statement and does not purport to be complete. Reference is made to, and this summary is qualified in
its entirety by, the more detailed information contained elsewhere in this Joint Proxy Statement and in
the Annexes hereto. A Glossary of defined terms used in this Joint Proxy Statemeat is attached as Annex

A. NYMEX Members and COMEX Regular Members are urged to read this Joint Proxy Statement,
including the Annexes hereto, in their entirety.

The Companies

New York Mercantile Exchange . . . . Organized in 1872, NYMEX is the world’s leading

4 World Trade Center
New York, NY 10048
(212) 938-2222

exchange for trading energy and platinum-group metals
futures and options contracts. NYMEX is the third
largest commodity exchange in the United States.

Contracts traded on NYMEX include crude oil, heating
oil, gasoline, natural gas, propane, platinum and
~ palladium. NYMEX is a not-for-profit, self-regulatory
organization that operates under the oversight of the
CFTC. There are 816 outstanding memberships in
NYMEX that are held by approximately 766 individuals.
Contracts traded on NYMEX are cleared through a
clearinghouse maintained and operated by NYMEX.

COMEX Acquisition Corp. .......
c/o New York Mercantile Exchange
4 World Trade Center
New York, NY 10048
(212) 938-2222

Mergeco is a corporation organized under the New York
Not-for-Profit Corporation Law ("NPCL") and is wholly
owned by NYMEX. Mergeco has no business other than
to merge with and into COMEX in the Merger.

Commodity Exchange, Inc. .......
4 World Trade Center -
New York, NY 10048
(212) 938-2900

COMEX is the world’s most active precious metals market
and is among the most significant commodity futures

gold, silver and copper futures and futures options trading
and is a designated contract market for additional
contracts, including aluminum and Eurotop 100.
COMEX is a not-for-profit, self-regulatory organization
that operates under the oversight of the CFTC. There are
768 COMEX Regular Memberships presently
outstanding. Contracts traded on COMEX are cleared
through COMEX Clearing Association, Inc. ("CCA")
which is owned by COMEX.

The Special Meetings

Meetings of Members . ......... A Special Meeting of NYMEX Members will be held in
Board Rooms 1, 2 and 3 of Commodities Exchange

Center, Inc. at 4 World Trade Center, 8th Floor, New

exchanges in the world. It is the dominant exchange for - |




York, New York, on April 25, 1994, at 3:45 p.m., New
York time (the “NYMEX Special Meeting").

A Special Meeting of COMEX Regular Members will be
held in Board Rooms 4, 5 and 6 of Commodities
Exchange Center, Inc. at 4 World Trade Center, 8th
Floor, New York, New York, on April 25, 1994, at
3:00 p.m., New York time (the "COMEX Special
Meeting,” and together with the NYMEX Special
Meeting, the "Special Meetings").

See "THE SPECIAL MEETINGS."

Matters to Be Considered : '
at the Special Meetings ........ NYMEX. At the NYMEX Special Meeting, and any
adjournment or adjournments thereof, NYMEX Members
will consider and vote upon the approval and adoption of
the Merger Agreement providing for the merger of
‘Mergeco with and into COMEX, with COMEX surviving
the Merger as a wholly owned subsidiary of NYMEX.
NYMEX Members will also consider and vote upon any
other matter that may properly come before the meeting.

COMEX. At the COMEX Special Meeting, and any
adjournment or adjournments thereof, COMEX Regular
Members will consider and vote upon the approval and
adoption of the Merger Agreement providing for the
merger of Mergeco with and into COMEX, with COMEX
surviving the Merger as a wholly owned subsidiary of
NYMEX. COMEX Regular Members will also consider
and vote upon any other matter that may properly come
before the meeting.

See "THE SPECIAL MEETINGS."

Votes Required .............. NYMEX. The Merger will require approval of the Merger
Agreement by the affirmative vote of a majority of
NYMEX Members present (in person or by proxy) and
voting at the NYMEX Special Meeting. NYMEX
Commercial Associate Members will not be entitled to
vote at the NYMEX Special Meeting.

COMEX. The Merger will require approval and adoption
of the Merger Agreement by the affirmative vote of the
owners of at least 66%% of the COMEX Regular
Memberships present (in person or by proxy) and voting
at the COMEX Special Meeting provided that affirmative
votes are cast with respect to memberships which




constitute not less than a quorum. On the Record Date
there were 769 COMEX Regular Membership:
outstanding.

Persons who license COMEX Regular Memberships
("COMEX Licensees” and, following the Merger,
"COMEX Division Licensees"), member firms of
COMEX ("COMEX Member Firms" and, following the
Merger, "COMEX Division Member Firms"), holders
("Option Seatholders®) of privileges to trade certain
futures option contracts and aluminum futures contracts

" ("Option Seats") on COMEX and holders ("Aluminum
Seatholders") of privileges to trade aluminum futures and
aluminum futures option contracts ("Aluminum Seats") on
COMEX are not entitled to vote on the Merger.
COMEX Division Regular Members, COMEX Division
Licensees, COMEX Division Member Firms, Option
Seatholders and Aluminum Seatholders are collectively
referred to in this Joint Proxy Statement as "COMEX
Division Members."

See "THE SPECIAL MEETINGS."

RecordDate ................ The record date for the NYMEX Special Meeting and the
' _ COMEX Special Meeting is March 25, 1994.

See "THE SPECIAL MEETINGS."

General .............. e Mergeco, a wholly owned subsidiary of NYMEX, will be:
- merged with and into COMEX, with COMEX surviving
the Merger as a wholly owned subsidiary of NYMEX
("New COMEX"). Following the Merger, the trading
activities currently engaged in on COMEX will be
conducted on a division of the New York Mercantile
Exchange to be known as the COMEX Division of
NYMEX (the "COMEX Division").

New COMEX subsequently may be merged with and into
or liquidated or dissolved into (i) NYMEX (the "Second
Stage Merger”) or (ii) any subsidiary of NYMEX (in
corporate, partnership, limited partnership or any other
form), in connection with a conversion of New COMEX
to “"for-profit” status or any other bona fide corporate
purpose, subject in each case to satisfaction of certain tax-
related conditions and to the satisfaction of certain
additional conditions intended to protect the trading




privileges and certain other rights of the COMEX
Division Members.

See "THE MERGER AGREEMENT."

Effect of Merger on COMEX |
.Regular Members ...... EERREE : In the Merger, COMEX Regular Members will:

Trading Privileges . . . ... ... .. ¢ Retain the right to trade the gold, silver, copper and
. Eurotop 100 contracts that are traded on COMEX at
the time of the Merger and COMEX Division
Replacement Contracts (as that term is defined below).

¢ Obtain additional trading privileges, including certain
limited trading rights in New Energy Contracts, New
Products Contracts and Platinum/Palladium Contracts
and the right to trade on NYMEX ACCESS™ (as those
terms are defined below). See "SUMMARY — New
COMEX Trading Privileges" and "THE NEW
COMEX BY-LAWS AND RULES — New COMEX
Trading Privileges.”

Initial Cash Payments . . ... .. ® Receive an initial cash payment (the "Initial Cash
Payment"), due promptly after the Merger, equal to
$30 million (approximately $39,063 per COMEX
Regular Membership before tax, assuming that 768

- COMEX Regular Memberships are outstanding at the
time of the Merger), subject to upward or downward
adjustment based on the extent to which the estimate of
the "Adjusted Liquid Net Worth" of COMEX at the
time of the Merger (i.e., the excess of COMEX’s cash,
cash equivalents and receivables over its liabilities and
reserves) is more or less than $15 million. The final
determination of the Adjusted Liquid Net Worth of
COMEX is to be established by audit no later than 30
days prior to the first anniversary of the Merger,
subject to the right of the COMEX Governors
Committee to review such audit. See "THE MERGER
AGREEMENT — Merger Consideration."”

Based on COMEX's audited balance sheet at
November 30, 1993, if the adjustment had been
performed on that date, the $30 million would have
been increased by approximately $3.1 million to
.$33.1 million. There can be no assurances as to the
amount of the actual adjustment, if any.




If directed by COMEX in writing not later than five
New York Mercantile Exchange trading days before
the time of the Merger, a total of $500,000 (the
*Special COMEX Reserve") will be withheld from the
' Initial Cash Payment and held by The Bank of New
| . York (the "Paying Agent"). In that event, the Special
' ' COMEX Reserve will be available solely to pay the
: costs and expenses incurred to enforce the rights of
_ ‘ COMEX Division Regular Members under the Merger
Agreement. The COMEX Special Reserve will be
distributed to the persons who, at the time of such
distribution, are COMEX Division Regular Members
upon the request of the Chairman or the Vice
Chairman of the COMEX Governors Committee if
such request is supported by a vote of a majority of the
COMEX Division Regular Members voting at a
meeting to approve such distribution. See "THE
MERGER AGREEMENT — Special COMEX .
Reserve."”

Notes ................ ® Receive Notes issued by NYMEX evidencing the
obligation of NYMEX to make the Deferred Cash
Payments and Ticker-Based Payments described below.
The Notes will be supported by an irrevocable letter of .
credit (the “Letter of Credit") issued by Chemical Bank
or another qualified bank (the "LC Issuer”) in favor of
the Note Agent on behalf of the holders of Notes. For
a further discussion of the Notes and the Letter of
Credit, see "THE MERGER AGREEMENT — The
Merger" and "DESCRIPTION OF THE NOTES."

Deferred Cash Payments, Ticker-

Based Payments and Special IPO
Payments .............. The payments described below will be made after the-
Merger to the persons who are COMEX Division Regular
Members on the applicable record date: :
Deferred Cash Payments . . . . ¢ Deferred Cash Payments equal to $20 million plus

interest, payable in installments of $5 million each,
plus interest, on the first, second, third and fourth
anniversaries of the Merger (approximately $26,042
plus interest per COMEX Division Regular
Membership, to be paid in four equal installments of
approximately $6,510 (plus interest) each over four
years, assuming that 768 COMEX Regular
Memberships are outstanding at the time of the
Merger), subject to reduction in certain circumstances
(e.g., to reflect the final audited computation of the




Ticker-Based Payments

Adjusted Liquid Net Worth of COMEX as of the time
of the Merger, to the extent an adjustment in favor of
NYMEX is required). See "THE MERGER
AGREEMENT — Merger Consideration."

Ticker-Based Payments of up to $20 million, payable
in installments of up to $5 million each on the first,
second, third and fourth anniversaries of the Merger,
subject to adjustment and postponement as described
below. The amount of the Ticker-Based Payments, if
any, which will be calculated on an after-tax basis, will
depend on the extent to which the COMEX Division’s
annualized share of revenues from CEC (principally
“ticker fees") during the period between January 1,
1995 and March 31, 1995 exceeds $18 million. Such
"ticker fees” are derived from the sale to subscribers of
real time price data of the trading of contracts on
COMEX (or after the Merger, on the COMEX
Division). Assuming that the level of CEC Revenue
during January 1994, adjusted to a three-month period,
is equal to the amount of CEC Revenue during
January, February and March 1995, the aggregate
amount of the Ticker-Based Payments, assuming a
46% tax rate, would be approximately $4 million, or
$1 million per year.

NYMEX is obligated to defer any Ticker-Based
Payment until final resolution of any investigation,
claim or lawsuit involving COMEX and any of the
Option Seatholders which relates to either the Merger
Agreement or the Merger (an "Option Seatholder
Claim"). NYMEX can also elect to deduct from the .
Ticker-Based Payments fosses, liabilities, damages and
expenses (based on a final judgment or settlement)
incurred in connection with Option Seatholder Claims.
As to the only lawsuit which has been filed to date
asserting any Option Seatholder Claims, COMEX and
the members of its Board of Governors and NYMEX
and its Board of Directors believe such suit is without
merit and intend to vigorously contest such Claims.
NYMEX is not permitted to defer any Initial Cash
Payments or Deferred Cash Payments pending
resolution (and notwithstanding the pendency) of any
Option Seatholder Claims, and NYMEX may not
deduct from the Initial Cash Payments or Deferred
Cash Paymeats any sums incurred in connection with
such Claims. If any Ticker-Based Payments are
deferred, interest at Chemical Bank’s prime rate (but




in no event greater than 12%) will be credited on the
amount which is deferred for up to a maximum of six
years after the first due date of a deferred payment
which follows the commencement of an Option
Seatholder Claim.

} Special IPO Payments . . ... ¢ COMEX Division Regular Members as of the effective
date of the first registration statement filed after the
Merger with respect to a NYMEX IPO (as defined
below) will be entitled to receive possible special
payments (the "Special IPO Payments") equal to $10
million in cash, contingent upon the receipt by
NYMEX of the proceeds of the NYMEX IPO. The
Special IPO Payments will be distributed among the
record owners of COMEX Division Regular
Memberships, pro rata, based on 772 COMEX
Division Regular Memberships outstanding, whether or
not all of such memberships are in fact outstanding.
The amount per membership of the Special IPO
Payment, if any is ever made, would be $12,953.
Accordingly, unless all 772 COMEX Division Regular
Members are outstanding, the total amount of the
Special IPO Payments will be less than $10 million.
“NYMEX IPO" means a public offering of equity
securities for cash pursuant to a registration statement
filed under the Securities Act of 1933 (the "Securities
Act”) by NYMEX, any holding company which holds
a controlling interest in NYMEX, or any other entity
which owns or operates all or substantially all of the
business or assets which are owned by NYMEX
immediately following the Merger. NYMEX currently
has no plans to conduct a NYMEX IPO, and there is
no assurance that one will ever occur.

Pre-Consolidation Liabilities,

Option Seatholder Losses

and Dispute Expenses ...... NYMEX can elect to require owners of COMEX Division
Regular Memberships, COMEX Division Member Firms
and COMEX Division Licensees to make payments
through increased fees to reimburse NYMEX for — in the
event-there are any — (i) losses, liabilities, expenses or
damages (including legal expenses) with respect to any
unlawful, wrongful or negligent behavior of COMEX
prior to the Merger ("Pre-Consolidation Liabilities”)
which exceed $5 million, (ii) losses, liabilities, damages
and expenses (including legal fees) ("Option Seatholder
Losses") incurred in connection with Option Seatholder
Claims (to the extent that unpaid Ticker-Based Payments
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are insufficient to cover such Option Seatholder Claims),
notwithstanding COMEX's and its Board of Governors’
position that such Claims are without merit and (iii) costs
and expenses, including attorneys’ fees, incurred in
connection with any dispute arising under the Merger
Agreement as to which NYMEX prevails ("Dispute
Expenses"), or NYMEX may recover Pre-Consolidation
Liabilities, Option Seatholder Losses or Dispute Expenses
— in the event there are any — through dues on COMEX
Division Regular Members, subject to the right of the
COMEX Governors Committee to determine whether
such amounts should, instead of fees, be recovered
through assessments on COMEX Division Regular
Members.

See "THE MERGER AGREEMENT — Merger Considera-
tion."

Participation in Corporate

Governance; Dividends .-.... Following the Merger, the COMEX Division Regular
Members will not have the right to vote and participate in
NYMEX'’s corporate governance, or to receive dividends
or distributions, including upon liquidation. As described
below, limited rights to participate in the governance of
the COMEX Division will be retained by holders of the
New COMEX Trading Privileges. In addition, the
COMEX Governors Committee will represent COMEX
Division Members substantially in an advisory capacity.
See "THE NEW COMEX BY-LAWS AND RULES —
Corporate Governance and Special Voting Rights."

Recipients of Merger

Consideration ........... COMEX Regular Members at the time of the Merger will
' be entitled to receive the Initial Cash Payments and the
Notes. To receive the Initial Cash Payment and the
Notes, the COMEX Regilar Members must execute a
Letter of Transmittal, accepting the terms of the Merger
Agreement, New COMEX By-Laws and New COMEX
Rules. A COMEX Division Regular Member may not
transfer or assign the right to receive the Initial Cash
Payment even if he transfers his COMEX Division

Regular Membership.

See "DESCRIPTION OF THE NOTES — Denominations;
Exchange; Restrictions on Transfer."




Effect of Merger

on COMEX Member Firms ,

and COMEX Licensees ........ COMEX Member Firms and COMEX Licensees are o
eligible to receive the Initial Cash Payment, the Deferr:
Payments or any Special [PO Payment. COME
Division Member Firms and COMEX Division License
will, to the extent NYMEX so0 elects, be required
contribute to the reimbursement of NYMEX for Pr.
Consolidation Liabilities in excess of $5 million, fc
Option Seatholder Losses (to the extent that unpa
Ticker-Based Payments are insufficient to cover suc
Option Seatholder Losses) in the event that there are ar
such Option Seatholder Losses, and Dispute Expens:
through increases in fees, subject to the right of ti
COMEX Governors Committee to determine wheth
such amounts should, instead of fees, be recovere
through assessments on COMEX Division Regul:
Members. The status of COMEX Member Firms an
COMEX Licensees will not change as a result of t-
Merger and their existing trading privileges will t
substantially unchanged. COMEX Division Membs
Firms and COMEX Division Licensees will be entitled '
exercise the trading privileges described below und
"— New COMEX Trading Privileges — Tradir
Privileges of COMEX Division Member Firms" ar
"— New COMEX Trading Privileges — Tradir
Privileges of COMEX Division Licensees. "

Effect of Merger on

Option Seatholders and

Aluminum Seatholders ......... Option Seatholders and Aluminum Seatholders are n.
eligible to receive the Initial Cash Payment, the Deferr¢
Payments or any Special IPO Payment.  Optic
Seatholders and Aluminum Seatholders will not be subje
to dues, fees or assessments imposed in respect of ar
Pre-Consolidation Liabilities, Option Seatholder Losses
any) or Dispute Expenses. Following the Merger, Optis
Seatholders and Aluminum Seatholders will be entitled
trade on the COMEX Division, to the extent that, fro
time to time, such contracts are listed for trading, t!
same contracts that they are eatitled to trade on COME
immediately prior to the Merger. Although NYMEX h
stated that, following the Merger, it intends to explore t:
possibility of listing COMEX Division futures optic
contracts on NYMEX ACCESS™, it is not obligated to ¢
so. If any of the futures options contracts that Optic
Seatholders currently trade are listed on NYME
ACCESS™ in the future, NYMEX will take all ste:
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reasonably necessary to allow those contracts to be traded
on NYMEX ACCESS™ by COMEX Division Regular
Members and Option Seatholders.

Letter of Transmittal ........... Promptly after the Paying Agent receives the Initial Cash
: Payment and the Notes, the Paying Agent will provide
each person who was a COMEX Regular Member
immediately prior to the Merger (the "Record Date") a
form of letter of transmittal.

Each COMEX Regular Member will be required to execute
and deliver a letter of transmittal in the form attached
hereto as Annex O in order to receive its pro rasa share
of the Initial Cash Payment and the Notes. A member’s
pro rata share will be determined by multiplying the
Initial Cash Payment and the aggregate principal amount
of the Notes, respectively, by a fraction the numerator of
which is the pumber of COMEX Regular Memberships
owned by the COMEX Regular Member, including
memberships registered by means of an ABC Agreement,
and the denominator of which is the aggregate number of
COMEX Regular Memberships outstanding at the time of
the Merger. By executing and delivering a letter of
transmittal, a COMEX Regular Member will be agreeing
to be.bound by the terms of the Merger Agreement, the
New COMEX By-Laws and the New COMEX Rules.
See "THE MERGER AGREEMENT — Merger
Consideration — Payment of Initial Cash Payment and
Distribution of Notes."

Effective Time . .. .. i e e e The Merger will become effective at the date and time of
' ' acceptance for filing by the Secretary of State of the State
of New York of a duly executed certificate of merger (the
"Certificate of Merger”) in accordance with the
provisions of Section 905 of the NPCL (the "Effective
Time"). It is currently anticipated that the Certificate of
Merger will be filed during the summer of 1994. This
filing will be made, however, only upon satisfaction or
waiver of the conditions contained in the Merger
Agreement. See "THE MERGER AGREEMENT."

Resale Restrictions ............ Following the Merger, there will be no restrictions on the
' transfer of a COMEX Division Regular Membership

other than as provided in the New COMEX Rules and the

New COMEX By-Laws. In addition, the Notes are

exempt from registration under federal and, based on

-information provided to COMEX by COMEX Regular

Members as to their addresses on the date of this Joint
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Proxy Statement, state securities laws. No Note may be
sold separately from the COMEX Division Regular
Membership with which the Note is first issued following
the Merger, and the Note associated with a COMEX
Division Regular Membership must be sold with the
COMEX Division Regular Membership with which it is

o - Pt e vt

associated.
See "DESCRIPTION OF THE NOTES — Denominations;
Exchange; Restrictions on Transfer."
Trading Privileges
After the Merger
General ..........c.000unen The New COMEX Trading Privileges, which include the
rights and privileges described below, are those rights and
privileges that are set forth in the Merger Agreement, the
New COMEX By-Laws and the New COMEX Rules.
Definitions ............ e "New Metals Contract” means any contract approved for

trading after the date of the Merger on any part of
NYMEX (including the COMEX Division or the
NYMEX Division), other than COMEX Division
Replacement Contracts, for which the underlying
commodity is one or more metals or alloys (e.g., a metals
R index futures contract), other than Platinum/Palladium
S . Contracts. New Metals Contracts include contracts in
o aluminum.

"Platinum/Palladium Contract" means a contract for which
the underlying commodity is platinum, palladium or an
alloy containing one or more of those metals.

"New Energy Contract means a contract for which the
underlying commodity is a hydrocarbon, fossil fuel or
other energy source derived from another energy source.

"Replacement Contract” means a contract introduced as a
replacement for another contract previously traded on any
part of NYMEX.

"COMEX Division Replacement Contract" means a contract
introduced as a replacement for any gold, silver, copper
or Eurotop 100 contract.

*New Product Contract” means a contract approved for
trading after the date of the Merger which is not a New




Energy Contract, Replacement Contract or New Metals
Contract.

“Proprietary Trading” means trading cleared in an
individual member’s own account.

Trading Privileges of COMEX .
Division Regular Members ...... COMEX Division Regular Members will have the following
trading privileges following the Merger:

¢ Trading in gold, silver, copper and Eurotop 100
futures and options contracts that are traded on
COMEX at the time of the Merger and any COMEX
Division Replacement Contracts, including trading such
contracts through NYMEX ACCESS™ if such contracts
are listed thereon for trading.

¢ Trading in all New Metals Contracts, including trading
such contracts through NYMEX ACCESS™ if such
contracts are listed thereon for trading.

¢ Proprietary Trading for an unlimited period of time in
each New Product Contract approved for trading on
any part of NYMEX after the Merger, including
trading such contracts through NYMEX ACCESS"™ if
such contracts are listed thereon for trading. This
privilege is non-transferable and will be available as to
any particular contract only to a COMEX Division
Regular Member who owned his COMEX Division
Regular Membership on the date six months prior to
the date trading in that contract commences, and will
continue as to that contract only for so long as that
COMEX Division Regular Member continues to own
that specific COMEX Division Regular Membership.

¢ Trading on NYMEX ACCESS™ those contracts which
COMEX Division Regular Members trade on the floor
of the COMEX Division (to the extent such contracts
are listed on NYMEX ACCESS™). NYMEX has
committed to take all steps reasonably necessary to list
the COMEX Division gold, silver and copper futures
. contracts on NYMEX ACCESS™. NYMEX also has
. agreed that if and when options contracts traded on
COMEX immediately prior to the Merger are listed on
NYMEX ACCESS™, NYMEX will take all steps
reasonably necessary to allow COMEX Division
Regular Members to trade such contracts.
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Trading Privileges of COMEX
Division Member Firms ........

® Proprietary Trading, for a period of two years (unles
extended by the Board of Directors of New COME!:
in its sole discretion) after the date such contra
commences trading on the Exchange, in each Nexs
Energy Contract approved for trading on any part o
NYMEX after the Merger, including on NYME)
ACCESS™. For this purpose, however, New Energ:
Contracts do not include Replacement Contracts.

® Trading, for a period of two years after the date the
contract commences trading on NYMEX, in each New
Product Contract approved for trading on any part o:
NYMEX after the Merger, including on NYMEX
ACCESS™, regardless of whether permit programs on
such contract are implemented.

¢ Proprietary Trading in Platinum/Palladium Contracts,
including trading through NYMEX ACCESS™ if such
contracts are listed thereon for trading, for an
unlimited period of time.

e Proprietary Trading, until five years after the Merger,
of all contracts traded on the floor of the NYMEX
Division that are listed on NYMEX ACCESS*. This
five-year limitation is not applicable to New Energy
Contracts, New Product Contracts and Platinum/
Palladium Contracts, which are, in certain instances,
subject to their own time limitations as set forth herein.

COMEX Division Member Firms will have the following
trading privileges following the Merger:

® Trading in gold, silver, copper and Eurotop 100
contracts that are traded on COMEX at the time of the
Merger and any COMEX Division Replacement
Contracts including trading, through NYMEX
ACCESS™ if such contracts are listed thereon for
trading.

® Trading in all New Metals Contracts including trading
through NYMEX ACCESS*™ if such contracts are listed
thereon for trading.

* Trading, for a period of two years after the date the
contract commences trading on NYMEX, in each New
Product Contract approved for trading on any part of
NYMEX after the Merger, including trading through
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Trading Privileges of COMEX
DivisionLicensees ...........

Possible Additional COMEX
Division Trading Privileges
in Any Future Merger ...... e

NYMEX ACCESS"™ if such contracts are listed thereon
for trading, regardless of whether permit programs on
such contract are implemented.

Trading on NYMEX ACCESS™ those contracts which
COMEX Division Member Firms trade on the floor of
the Exchange (to the extent such contracts are listed on
NYMEX ACCESS™). NYMEX has committed to take
all steps reasonably necessary to list the COMEX
Division gold, silver and copper futures contracts on
NYMEX ACCESS™. NYMEX also has agreed that if
and when options contracts traded on COMEX
immediately prior to the Merger are listed on NYMEX
ACCESS*™, NYMEX will take all steps reasonably
necessary to allow COMEX Division Member Firms to
trade such contracts.

COMEX Division Licensees will have the following trading
privileges following the Merger:

e Trading in gold, silver, copper and Eurotop 100

futures and options contracts that are traded on
COMEX at the time of the Merger and COMEX
Division Replacement Contracts.

¢ Trading in all New Metals Contracts.

e Trading COMEX Division products on NYMEX

ACCESS™ if such electronic trading privileges are
licensed pursuant to a specific agreement.

If NYMEX acquires, merges or consolidates with another
entity in a transaction in which NYMEX Division
Members acquire trading privileges, COMEX Division
Regular Members, COMEX Division Licensees and
COMEX Division Member Firms will acquire additional
trading privileges in the contracts of such other entity to
the same extent that they would acquire such trading
privileges if the contracts had been originally developed
by NYMEX.

See "THE NEW COMEX BY-LAWS AND RULES."
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Additional Trading Privileges of

Individual Owners of NYMEX .

Division Memberships .....%.. Persons who trade on the NYMEX Division of NYMEX
(the "NYMEX Division") following the Merger will
retain their existing NYMEX trading privileges and their
rights to trade New Esergy Contracts and New Products
Contracts and NYMEX Division Regular Members who
are natural persons (and not those who lease or license
memberships) will receive the following additional
privileges:

¢ Proprietary Trading in Eurotop 100 futures contracts
and futures options contracts, including trading such
contracts through NYMEX ACCESS™ if such contracts
are listed thereon for trading.

® Proprietary Trading in New Metals Contracts,
including trading such contracts through NYMEX
ACCESS™ if such contracts are listed thereon for
trading.

® Proprietary Trading until five years after the Merger of
COMEX Division contracts traded on NYMEX
ACCESS™. This five-year limitation is not applicable
to Eurotop 100 contracts and New Metals Contracts.

Except as described above, NYMEX Division Members will
not have the right following the Merger to trade the
contracts currently traded on COMEX.

TR Electronic Trading Privileges . . . . . NYMEX ACCESS™ is an after-hours electronic trading
. system. References herein to NYMEX ACCESS™ are to
the NYMEX ACCESS™ System or any other after-hours
electronic trading system through which NYMEX
Division contracts are traded. NYMEX ACCESS™
presently permits the trading of futures and options
contracts in crude oil, heating oil, New York Harbor
unleaded gasoline and platinum.

NYMEX has agreed in the Merger Agreement that
following the Merger, it will take all steps reasonably
necessary to cause gold, silver and copper futures
contracts that are traded on the COMEX Division to be
listed on NYMEX ACCESS™ and to allow such contracts
to be traded on NYMEX ACCESS™ by COMEX Division
Regular Members and COMEX Division Member Firms.
There is no prohibition on NYMEX listing Eurotop 100
futures or options for trading on NYMEX ACCESS™.
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NYMEX also has agreed that if and when options contracts
that are traded on COMEX before the Merger are listed
on NYMEX ACCESS™, NYMEX will take all steps
reasonably necessary to allow such contracts to be traded
on NYMEX ACCESS™ by COMEX Division Regular
Members, COMEX Division Member Firms and Option
Seatholders. However, NYMEX is not obligated to list
any of these options contracts on NYMEX ACCESS™.

COMEX Division Regular Members will be granted
*electronic trading privileges" on terms substantially
similar to those applicable to NYMEX Division Members
as set forth in Chapter 11 of the NYMEX Rules.
Pursuant to those rules, COMEX Division Regular
Members will be permitted to use those electronic trading
privileges to become qualified (j.e., satisfying certain
training, guaranty and other documentation requirements)
to trade on NYMEX ACCESS™ or, alternatively, may
lease electronic trading privileges in COMEX Division
products to another person. COMEX Division Member
Firms also will be granted rights to trade on NYMEX
ACCESS™ those contracts which they may trade on the
floor of the Exchange, to the extent those contracts are
listed on NYMEX ACCESS™.

Any action to delist a gold, silver or copper contract from
NYMEX ACCESS™ is a Special Matter unless either
@) trading in such contract has averaged less than
10 contracts per day for the past six months or (i) all
trading of NYMEX Division contracts on NYMEX
ACCESS™ is terminated. However, if after any such
delisting of all NYMEX Division contracts from NYMEX
ACCESS™ any contract traded on the NYMEX Division
is thereafter listed for trading on NYMEX ACCESS™,
then the gold, silver and copper contracts, to the extent
listed for trading on NYMEX ACCESS™ at the time all
trading on NYMEX ACCESS™ stopped, will be relisted
for trading on NYMEX ACCESS™.

Until the fifth anniversary of the Merger, COMEX Division
Regular Members will also be entitled to conduct
Proprietary Trading through NYMEX ACCESS™ of all
contracts that are traded on the NYMEX Division, and
owners of NYMEX Division regular memberships who
are natural persons will be entitled to conduct Proprietary
Trading through NYMEX ACCESS™ of all contracts that
are traded on the COMEX Division (such rights are
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collectively referred to as "NYMEX ACCESS™ Cross-
Trading Privileges®).

The NYMEX ACCESS™ Cross-Trading Privileges will
terminate on the fifth anniversary of the Merger unless
extended by agreement. See "THE NEW COMEX BY-
LAWS AND RULES — Electronic Trading Privileges.”

Transaction and clearing fees for NYMEX ACCESS™
Cross-Trading Privileges will be amounts established
from time to time by the Board of Directors of New -
COMEX and equal to (A) the mean between the lowest
such fees charged to owners of COMEX Division Regular
Memberships and the highest rates charged to non-
members for contracts traded on the COMEX Division,
plus (B) the same NYMEX ACCESS™ fees charged to
NYMEX Division Members.

NYMEX ACCESS™ fees for owners of COMEX Division
B Regular Memberships trading on NYMEX ACCESS™
L (other than for NYMEX ACCESS™ Cross-Trading
AR : Privileges as described"above) shall be equal to (i) the
Vil clearing and transaction fees established by the Board of
. Directors of New COMEX that would apply to the trade
Ll if it were made on the floor of the COMEX Division plus
(ii) a NYMEX ACCESS™ fee equal to the NYMEX
ACCESS™ fee charged to NYMEX Division Members for
trading NYMEX Division contracts on NYMEX
ACCESS™.

The exercise of electronic trading privileges and all trading
on NYMEX ACCESS™ will be subject to NYMEX’s
rules for electronic trading. These rules will be Term
Sheet Divergence Rules. See "THE NEW COMEX BY-
LAWS AND RULES — The New COMEX Rules.” .

There will be no trading of a COMEX Division contract

S on NYMEX ACCESS™ during the trading hours that such
o contract is traded by open outcry on the COMEX

Division floor.

Floor Reconfiguration ......... NYMEX bas agreed that if it relocates its headquarters and
trading operations, the COMEX Division will be
relocated to the same site. The facilities of the COMEX
Division will be substantially similar to the NYMEX
Division’s facilities. NYMEX has also agreed that it will
not make any changes in the floor space of the COMEX
Division at 4 World Trade Center ("4 WTC") to
accommodate any of NYMEX’s existing products, other
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than platinum or palladium. After the Merger, NYMEX
may move trading in Platinum/Palladium Contracts and
any new contracts which commence trading after the
Merger into the existing COMEX Division quadrant.
Notwithstanding the foregoing, NYMEX has agreed that
it will not reconfigure the existing floor space of the
COMEX Division at 4 World Trade Center if such
reconfiguration would impair the ability of COMEX
Division Regular Members to conduct their business
substantially as they do now. The Merger Agreement
provides that in the event that NYMEX seeks to reallocate
any booth or reconfigure the floor, in the COMEX
trading floor space at 4 WTC, it will give no less than
two weeks prior notice to the COMEX Governors
- Committee. Under the Merger Agreement, there is a
dispute resolution process available to any COMEX
Division Regular Member who believes that such
reallocation or reconfiguration impairs its ability to
conduct business in a8 manner substantially the same as
- that to which it is accustomed. See "THE MERGER
AGREEMENT — Certain Covenants — Headquarters;
Floor Configurations." NYMEX has indicated an
intention to examine whether certain booths in the
COMEX quadrant at the existing 4 World Trade Center
facility should be reallocated to NYMEX Members to
service the ring in which natural gas futures contracts are
traded.

Dual Trading ............... Following the Merger, COMEX Division Regular
Members, to the extent permitted by law, can continue
dual trading contracts traded on the COMEX Division on
terms no more restrictive than those imposed for contracts
traded on the NYMEX Division. The Board of New
COMEX has agreed not to change the COMEX Division
trade data entry system to the system used for the
NYMEX Division if that change would significantly
impair dual trading privileges on COMEX Division
contracts.

COMEX Division Financial

Requirements ............... Following the Merger there will continue to be no minimum
financial requirements for COMEX Division Regular
Members and the financial requirements applicable to
COMEX Division Licensees, COMEX Division Member
Firms, Option Seatholders and Aluminum Seatholders will
not change.
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However, COMEX Rule 7.03 will be amended to provide
. that (i) a COMEX Division guarantor that maintains
' : $2 million of working capital or, if a futures commission
: merchant ("FCM"), $2 million of adjusted net capital,
will be permitted to guarantee 24, instead of 20,
individuals without maintaining additional capital, and (ii)
that the requirement for a guarantor to maintain additional
capital for each guarantee in excess of 24 will be waived
if the individual to be guaranteed maintains the greater of
i $50,000 or 50% of the value of a COMEX Division
Membership (as opposed to a $50,000 requirement).

Changes to the financial requirements may be made only if

s NYMEX complies with certain procedures in the New

: COMEX Rules. See "THE NEW COMEX BY-LAWS

. AND RULES — Corporate Governance and Special
: Voting Rights — Special Voting Rights."”

Processing Matters .......... Clearing and Trade Processing. Following the Merger,
NYMEX will undertake to integrate the clearing and trade
processing operations of COMEX into NYMEX as soon
as reasonably practicable. NYMEX will take all steps
reasonably practicable to make financial requirements.
uniform for clearing member firms. As is currently’
required to become a clearing member, two COMEX"
Division Regular Memberships will be required to clear
contracts traded on the COMEX Division. Likewise, to
become a clearing member authorized to clear contracts
traded on the NYMEX Division, two NYMEX Division
Memberships will be required. To become authorized to
clear contracts which are neither New Metals nor New
Energy Contracts, two COMEX Division Regular
Memberships and two NYMEX Division Memberships
will be required.

s Clearing Member Liability and Guaranty Funds. Although
S NYMEX presently intends to maintain separate guaranty
funds for the COMEX Division and the NYMEX
Division, it is not obligated to do so. NYMEX bhas
agreed to use its reasonable best efforts to ensure that the
liability of clearing member firms in connection with
potential assessments on defaults will be assessed on a
commodity-by-commodity basis, pursuant to the formula
set forth in Schedule 5.18 to the Merger Agreement, a
copy of which is attached hereto as Annex P, which
prescribes that assessments be made on the basis of




futures and futures equivalents volume cleared and held
as month-end open interest by each clearing member. , '

Margins. NYMEX intends to employ a gross margining
system for contracts traded on the COMEX Division, but
is not obligated to do so. NYMEX also intends to
explore development of a system to net the pays and
collects of each clearing member that is a clearing
member of both the NYMEX and COMEX Divisions, but
NYMEX is not obligated to do so.

Trade Processing. Except as otherwise provided in the
New COMEX By-Laws and the New COMEX Rules,
NYMEX is not prohibited from converting the COMEX
Division audit trail system to the pit card system or any
other system whatsoever unless the change would
significantly impair dual trading privileges. See "— Dual
Trading" above.

See "THE MERGER AGREEMENT — Certain Covenants
~— Clearing and Trade Processing Matters."

Sale of the COMEX Division

by NYMEX ............... NYMEX currently has no plans to sell NYMEX or
substantially all of NYMEX; however, the Merger
Agreement contains provisions designed to protect
COMEX Division Members if any such sale were to
occur. The Merger Agreement probibits NYMEX from
entering into or effecting any transaction involving,
among other things, the sale or transfer of the COMEX
Division or the NYMEX Division, unless they are both
sold or transferred together. In the event of a sale or
transfer, the Merger Agreement requires NYMEX to
provide for the continuation of the protections in Section
205(D) of the NEW COMEX By-Laws (which provides,
among other things, for voting on Special Matters, as
described below). See "THE MERGER AGREEMENT
— Certain Covenants — Mergers, Sale of Assets, etc.”

Fiduciary Duty of NYMEX and New
COMEX Directors and Officers
to Owners of COMEX Division
Regular Memberships ........ The directors and officers of NYMEX and New COMEX
' are required to act as fiduciaries with respect to the
owners of COMEX Division Regular Memberships,
including in connection with a merger, reorganization,
financing or other extraordinary transaction involving
New COMEX or NYMEX. However, this fiduciary duty
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will not (i) require NYMEX to extend the time periods
for COMEX Division Regular Members’ trading
privileges which are limited to specific periods,
(i) prohibit NYMEX or New COMEX from entering into
any transaction which does not alter or diminish the
= contractual rights of COMEX Division Regular Members
b under the New COMEX By-Laws, New COMEX Rules,
i Merger Agreement, Notes or Note Agency Agreement or
(iii) prevent the liquidation or winding up of New’
¢ COMEX if the aggregate amount of Pre-Consolidation
Liabilities exceeds the Merger Consideration paid by
NYMEX.

See “THE MERGER AGREEMENT — The Merger."

COMEX DivisionFees ......... Following the Merger, NYMEX (acting through the Board
of Directors of New COMEX) will establish all fees with
respect to the COMEX Division subject to the limitations
listed below:

Post Merger Fees Adjustment. Following the Merger, all
fees (including without limitation transaction and clearing
fees) for COMEX Division Members for transactions on
the COMEX Division, other than fees for "exchange for -
physicals® transactions ("EFP Transactions”) and
"transfers of open positions" ("Ex-pit Transactions"), and
COMEX Division Licensees will be adjusted to the fees .
charged by NYMEX on January 28, 1994. These new:
fees are set forth below under "THE NEW COMEX BY- -
LAWS AND RULES — COMEX Division Fees." :

L N N

COMEX Division Regular Member Fee Cap. Fees charged
to owners of COMEX Division Regular Memberships,
other than fees for EFP Transactions and Ex-pit
Transactions, cannot be increased above the levels in
effect immediately following the Merger (the
"Benchmark") for 10 years following the Merger, except
to recover Pre-Consolidation Liabilities, Option

i Seatholder Losses and Dispute Expenses. After the tenth

anniversary, fees charged to owners of COMEX Division -
: Regular Memberships may be increased above the

Benchmark, to an amount equal to the fees then charged

to owners of NYMEX Division memberships.

COMEX Division Licensee Fee Cap. Until the tenth
anniversary of the Merger, fees charged to COMEX
Division Licensees may not be increased above or
decreased below the Licensee Benchmark, except in
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connection with the recovery of Pre-Consolidation
Liabilities, Option Seatholder Losses and Dispute
Expenses. After the tenth anniversary, no limitation will
apply. “Licensee Benchmark® means the Benchmark plus
the surcharge(s) for licensee transactions set forth in the
New COMEX Rules.

EFP Transactions. Until the tenth anniversary of the
Merger, fees for EFP transactions on the COMEX
Division cannot be decreased from those in effect on
January 28, 1994.

Ex-pit Transactions. Following the Merger there will be no
restrictions with respect to fees charged for Ex-pit
Transactions on the COMEX Division.

Fees Charged to COMEX Division Member Firms, Option
Seatholders and Aluminum Seatholders. Following the
Merger, fees charged to COMEX Division Member
Firms, Option Seatholders and Aluminum Seatholders will
be determined by NYMEX.

Non-member Transactions.  Following the Merger,
transaction and clearing fees charged to non-members for

_ transactions in contracts traded on the COMEX Division
or executed by owners of COMEX Division Regular
Memberships will not exceed the amounts of such fees
charged to non-members for transactions in contracts
traded on the NYMEX Division or executed by owners of
NYMEX Division Memberships.

*Off-the-Floor" Cross-Trading. Following the Merger, the
transaction and clearing fees charged to COMEX Division
Regular Members (but not COMEX Division Licensees
or COMEX Division Member Firms) for trading
NYMEX Division contracts for their own account from
"off-the-floor" and to NYMEX Division Members who
are natural persons (but not persons who lease or license
such memberships) for trading COMEX Division
contracts for their own account from "off-the-floor," will
be established by the Board of New COMEX and will
equal the mean between the lowest such fees charged to
owners of COMEX Division Memberships and the
highest rates charged to non-Members for contracts traded
on the COMEX Division.

See "THE NEW COMEX BY-LAWS AND RULES."
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N Dues and Assessments . ........ Following the Merger, except in connection with Pre-
. - - Consolidation Liabilities, Option Seatholder Losses and
Dispute Expenses (if any), dues and assessments with
respect to the COMEX Division may not be imposed by
NYMEX without the consent of the COMEX Governors
Committee. The COMEX Governors Committee may
levy such assessments as it determines to be necessary to
fund the costs and expenses (including without limitation
legal fees and expenses) which may be incurred in
connection with any dispute arising under the Merger
. Agreement. A decision by the COMEX Governors to
_ permit the imposition of, or to impose, dues and
: : assessments ‘is not subject to override by the COMEX
Division Regular Members. Dues, fees and assessments
received from Option Seatholders and Aluminum
Seatholders will be excluded from the determination of
whether the reimbursement obligation of COMEX
Division Regular Members with respect to Option
Seatholder Losses, Pre-Consolidation Liabilities and
Dispute Expenses has been satisfied. See "THE NEW
COMEX BY-LAWS AND RULES — The New COMEX
By-Laws" and "THE MERGER AGREEMENT — Right
of Recovery In Respect of COMEX's Pre-Consolidation
Liabilities" and "— Option Seatholder Claims."

Special Distribution to the
NYMEX Members . . ......... In connection with the Merger, the Board of Directors of
NYMEX authorized special distributions (the "Special
Distributions") as follows: (i) an aggregate of $21 million
(the "Regular Member Special Distribution®)
(approximately $25,735 per membership) will be paid:
(x) with respect to each regular membership in NYMEX
which is shown by NYMEX'’s records to have been leased
as of the time of the Merger, to the natural person shown
by NYMEX's records to be the lessor of the membership;
and (y) with respect to each regular membership which is
not shown by NYMEX’s records to have been leased as
A - of the time of the Merger, to the natural person shown by
e NYMEX'’s records to be the owner of record of the
E membership, and (ii) an aggregate of $1 million (the
"Lessee Special Distribution") will be paid to the persons
shown by NYMEX’s records to be lessees of regular
memberships in NYMEX as of the time of the Merger.
NYMEX Commercial Associate Members will not be
entitled to receive any portion of the Special
Distributions.




Pension, Health and Welfare. .
Benefits for COMEX Division

The Regular Member Special Distribution will be paid pro
rata based on the number of regular memberships shown
by NYMEX's records to be owned by each such person
as of the time of the Merger. Any part of the Regular
Member Special Distribution which is payable with
respect to a membership which is shown by NYMEX's
records to be subject to an "ABC Agreement” with a
NYMEX Member Firm nonetheless will be made to the
natural person shown by NYMEX'’s records to be the
owner of record of the membership unless that person
directs NYMEX, in a written notice received by NYMEX
at least five days prior to the time of the Merger, to pay

" the distribution to the NYMEX Member Firm that is the
party to the ABC Agreement, in which case the
distribution will be paid as directed.

The Lessee Special Distribution will be paid pro rata based
on the number of regular memberships shown by
NYMEX's records to be leased by each such person at
the time of the Merger.

If the Merger is not consummated for any reason, even
if it is approved at the NYMEX Special Meeting, the
Special Distributions will not be paid.

See "NYMEX SPECIAL DISTRIBUTIONS."

COMEX has agreed in the Merger Agreement that
prior to the Merger, the Recognition and Retention Plan
for Members of COMEX (the "COMEX MRRP") will be
amended to provide, among other things, that:

¢ No new participants will be admitted to the COMEX
MRRP after the Merger;

¢ Only persons owning 8 COMEX Regular Membership
or Option Seat at the time of the Merger may receive
benefits under the COMEX MRRP; such persons must
accrue 15 years of service during which such person’s
membership in a single membership category is not
interrupted by a cumulative total of more than 365
days. A person holding an Option Seat at the time of
the Merger cannot qualify for the larger payment to
COMEX Division Regular Members by acquiring a
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*#COMEX Governors Committee during which the COMEX Governors Committee considers actual or
jal litigation against NYMEX. The COMEX Governors Committee may recommend to the New

. OMEX Board the adoption, alteration or amendment of any rule which pertains to matters affecting
! " pOMEX Division Members. Rule 8.44 of the rules of COMEX will be amended to grant fining authority
for floor infractions to the COMEX Governors Committee in lieu of the Board Floor Group, which will
oo Jonger exist. Rule 8.44 also will be amended to require COMEX Division Member representation on

pmels hearing appeals from Floor Committee fines. See "— Special Matters" below for more information
on the COMEX Governors Committee.

MEX ) Special Voting Rights. The New COMEX By-Laws provide that COMEX Division Members will

. Thedll. . pgve no voting rights in the affairs of New COMEX, except with respect to specifically identified issues
“utivh$ ('Spwil' Matters") as set forth below. The Board of Directors of New COMEX may amend the New
ledtgd COMEX By-Laws and the New COMEX Rules relating to Special Matters only if certain procedures have
ez peea complied with. These special voting rights are not applicable to amendments made in response to a
> shall’$ declared emergency; to accommodate a change in trade data input, trade processing or clearing systems;
vethySS o as required by law.

not be ¥

of the'S . Special Matter Procedures. Changes to Special Matters may be made as follows: If the New
[EXini@l OOMEX Board votes to take action on a Special Matter and the COMEX Governors Committee votes to
f Net & spprove the action by the New COMEX Board, then the Special Matter will be deemed to be approved if
all not$8 within 10 days after the giving of notice of the approval of the action by the New COMEX Board and the
d Vim@& OOMEX Governors Committee, COMEX Division Regular Members either (i) do not make a valid written

[EXorsBl:  gemand for a special meeting or (i) make a valid written demand for a special meeting and at such special
meeting by the requisite vote they vote to approve the action. A valid written demand must be executed
by the holders of 20% of the COMEX Division Regular Memberships then outstanding. The other way
at a Special Matter may be changed is if the New COMEX Board votes to take action on a Special Matter
8  d the COMEX Division Regular Members vote to approve the action by the requisite vote. In either
. ese, the requisite vote will be a majority of the votes cast, except in the case of matters involving

* " Competing Contracts, which will require the affirmative vote of 66%% of the votes cast.

If NYMEX intends to take action with respect to a Special Matter in order to accommodate a

change in trade data input, trade processing or clearing systems without the consent of the COMEX
Governors Committee or the COMEX Division Regular Members, then the New COMEX Board is
tequired to give the COMEX Governors Committee 21 days’ prior written notice of the amendment or
action unless the CFTC requires a shorter period, in which case the New COMEX Board is required to
give the COMEX Governors Committee as much notice as possible under the circumstances and to allow
e COMEX Governors Committee to consult with the New COMEX Board with respect to the amendment
% oeaction.
.
& &4 IFNYMEX intends to take action with respect to Special Matters in order to take an action required
. Wplaw then the New COMEX Board is required to give the COMEX Governors Committee reasonable
, Wvince written notice of such amendment or action and, if such amendments or actions are not reasonably
ptable to the COMEX Governors Committee, the New COMEX Board is required to undertake to
it to the CFTC a reasonably acceptable alternative proposed by the COMEX Governors Committee
permit a representative of the COMEX Governors Committee to participate in related discussions.

B -: Special Marters. The Special Matters are:

Any change in the terms or conditions of any contract which is traded by COMEX Division
as provided in Section 157(A)(1) of the New COMEX By-Laws.
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@) Any change in the COMEX MRRP as in effect on the date of the Merger, or any
arrangement under which NYMEX provides COMEX Division Members with life, disability or health
insurance benefits different from those granted to NYMEX Division Members under the Merger
Agreement.

A3) Any action taken by the COMEX Division to discontinue trading in any futuré contract
or futures option which is traded on the COMEX Division.

é) Any action taken by NYMEX to delist a gold, silver or copper contract from NYMEX
ACCESS™ unless either (i) such contract has traded an average of at least 10 contracts per day during the
previous six months; provided, however, that the foregoing provision with respect to average trading
volume will not be applicable to any contract prior to the 12-month anniversary of the initial listing of such
contract on NYMEX ACCESS™ or (ii) all tradmg of NYMEX Dmsion contracts on NYMEX ACCESS™
is simultaneously stopped.

(5)  Any amendment to Term Sheet Rules for COMEX Division Regular Members.

©) Any amendment to Term Sheet Divergence Rules in a manner that affects COMEX
Division Regular Members, unless such amendment makes the rules of the NYMEX and COMEX
Divisions uniform or amends uniformly a Rule applicable to both the NYMEX and COMEX Divisions.

Q) Subject to subsections (1)-(6) above and (8) below, the adoption of any new by-law or new
rule made effective with respect to the COMEX Division after the date of the Merger which applies to the
COMEX Division in a manner different than the by-law or rule governing the same matter applies to the
NYMEX Division. Any new by-law or rule adopted under this subsection (7), with or withouta COMEX
Division Member vote, shall be treated as a Term Sheet Divergence Rule.

®3) Any amendment to Section 100(A), 100(B), 103, 104, 105, 109(C), 157, 205(B), (D), (E)
and (F), 207, 301(D), 309(F), 360, S00, 502 or 505 or to Article 4A of the New COMEX By-Laws that
affects COMEX Division Members.

These provisions of the New COMEX By-Laws are summarized below.

. Number and Types of Memberships (Section 100). The New COMEX By-Laws provide
that there will be two categories of memberships in New COMEX, the NYMEX
Membership (of which only one is being issued to NYMEX) and the COMEX Division
Memberships (of which up to 772 may be issued). Only the NYMEX Membership has
the voting, liquidation and the other rights and privileges of a member under the NPCL.
The rights of COMEX Division Regular Members will be contractual only and will not
include any ownership or other nghts under the NPCL, including any right to receive
dividends or distributions whether arising from a dissolution, merger, consolidation or
otherwise. :

. Fiduciary Duty (Section 100). The Board and the officers of New COMEX and NYMEX
are required to operate as fiduciaries with respect to owners of COMEX Division Regular
Memberships including in the case of a reorganization, recapitalization, restructuring,
spin-off, financing or other extraordinary transaction involving either or both of New
COMEX, NYMEX or any successor-of either of them. This fiduciary duty shall not
(i) require an extension of any of the time periods specified in Section 157(A) of the New
COMEX By-Laws relating to trading privileges, (ii) prohibit any transaction involving
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NYMEX; or New COMEX which does not alter or diminish the contractual rights of the
COMEX Division Regular Members under the New COMEX By-Laws, the New COMEX
Rules, the Merger Agreement, the Notes or the Note Agency Agreement or (iii) prohibit
the liquidation, dissolution or winding up of New COMEX in the event that the aggregate
amount of Pre-Consolidation Liabilities exceeds the total Merger Consideration. The
Boards of New COMEX and NYMEX may not, without the affirmative vote of the owners
of 66%% of the COMEX Division Regular Memberships entitled to vote and voting at a
meeting, grant to any other person trading rights in gold, silver, copper or Eurotop 100
contracts, or any COMEX Division Replacement Contracts, or, without the vote of the
owners of a majority of the COMEX Division Memberships entitled to vote and voting at
a meeting, grant to any other person the right to trade in New Metal Contracts.

. Dues and Assessments (Sections 103 and 104). The New COMEX Board may assess such
dues and assessments as it determines only with the consent of the COMEX Governors
Committee, except with respect to dues to cover Pre-Consolidation Liabilities, Option
Seatholder Losses and Dispute Expenses. See "— COMEX Division Fees" and "— Dues
and Assessments.” The COMEX Governors Committee may levy such assessments as it
determines. necessary to fund the costs and expenses (including legal fees and expenses)
which may be incurred or are anticipated to be incurred in connection with any dispute
arising under the Merger Agreement. See "— Dues and Assessments."”

" e Fees (Section 105). See "— COMEX Division Fees" for a description of this section of
the New COMEX By-Laws.

. e Restrictions on Transfer (Section 109(C)). The New COMEX By-Laws provide that.no
restriction on transfer applicable to COMEX Division Regular Memberships shall be more
restrictive than those applicable to NYMEX Division memberships.

e Trading Privileges (Section 157). See "— New COMEX Trading Privileges"; "— Dual
Trading"; and "— The Merger Agreement — Special IPO Payments” for a description of
this section of the New COMEX By-Laws.

Special Matters (Section 205). The provisions of Section 205 that are Special Matters
relate to election of the COMEX Governors Committee, the voting procedures with
respect to Special Matters and the introduction by NYMEX of Competing Contracts.

Petition Rights (Section 207). Under the New COMEX By-Laws a matter will be placed

on the agenda of the New COMEX Board upon receipt of a request signed by 10% of the
~ COMEX Division Regular Members. The request must specify its purpose and be
B 2 .. Submitted to the Secretary of New COMEX no less than 10 nor more than 50 days before

faa v the meeting of the New COMEX Board at which it is to be on the agenda. The Board of
: New COMEX is not required to act on any such matter.

. Rule Changes — (Section 301(D)). The Board of Directors of New COMEX may adopt,
amend, rescind or interpret the New COMEX Rules. To the extent that an amendment or
R, deletion or other action of the Board relates to any Special Matter, it will not be effective
B % Without either (i) the prior consent of the COMEX Division Governors Committee which
il shall be subject to the veto rights of the COMEX Division Members or (ii) the prior

Ry, spproval of the COMEX Division Members by majority vote of the votes cast at a meeting
B OF & 66% % vote with respect to the approval of Competing Contracts.
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Attendance as Meetings (Section 309 (F)). See "— Corporate Governance and Spe
Voting Rights — Board of Dirmrs for a description of this section of the New COM
By-Laws.

Indemnification of Directors, Officers and Emplayce: of New COMEX. (Section 360)
By-Laws provide for indemnification to fullest extent permitted by law for offic
directors, employees, members of any committee of New COMEX or persons who s¢
at the request of New COMEX in any capacity with any other corporation, partners’
joint venture, trust, employee benefit plan or other enterprise, as long as (i) such pe:
did not act in bad faith and (ii) in criminal actions or proceedings such person hac
reasonable cause to believe that his conduct was unlawful.

Qualifications of Members of COMEX Governors Committee (Article 44). Not more"
one person who is a partner, officer, director, employee or affiliate of a COMEX Divi
Regular Member or a COMEX Division Member Firm will be eligible to serve
member of the COMEX Governors Committee. If as a result of a change in affiliatic
a member of the COMEX Governors Committee or as a result of a merger, sal
consolidation of two or more COMEX Division Member Firms, two or more affil
persons are serving on the COMEX Governors Committee, at least one such person
resign. If a member of the COMEX Governors Committee, other than a mer
representing NYMEX, is elected to serve on the board of another commodities exck:
or any clearing organization affiliated therewith, or of a securities or options exchang:
determines to serve thereon, the member must resign from the COMEX Gove
Committee. For a description of the provisions of Article 4A of the New COME:
Laws, See "— Corporate Governance and Special Voting Rights — COMEX Gove
Committee."

Special Meetings of the COMEX Governors Committee (Article 44). Special Meeti:
the COMEX Governors Committee may be called by the Chairman of the CO
Governors Committee or any member of the Board of New COMEX and shall be -
upon the written request of five members of the COMEX Governors Committee.
members of the COMEX Governors Committee will constitute a quorum.

Resignation or Removal of a NYMEX Representative on the COMEX Governors Con.
(Article 44). A NYMEX Division Member serving as a member of the C(
Governors Committee may be removed in the event of his refusal, failure, neg
inability to discharge his duties, for any cause adversely affecting the best inter
NYMEX or for missing three consecutive meetings without justification. The ren.
not effective until the person’s successor is appointed and qualified, unless the Ch

of the New COMEX Board fails to appoint a successor within 10 days of notice, il

case the removal will be effective 10 days after the request to the Chairman of t

COMEX Board. If a NYMEX Division Member of the COMEX Governors Cor .
has resigned and the vacancy remains unfilled for a period in excess of 35 d: :
Chairman of the New COMEX Board may appoint a member of the New COME? |,
to fill the vacancy. |

Recall of Members of the COMEX Governors Committee (Article 44). The New (
By-Laws specify recall procedures for holding a recall election to determin-
Governor shall remain in office. Recall of members of the COMEX Gc
Committee requires the affirmative vote of 60% of the COMEX Division
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;) Memberships voting in the recall election. 'No member of the COMEX Governors

o ' Committee will be subject to recall within-six months of assuming office or to more than .
v one recall election in any 12 month period. A vacancy created as a result of a recall will |
& be filled at the next meeting of the COMEX Governors Committee.

o Tenure in Office; Classification of Governors; Vacancles (Article 44). The New COMEX ¢
By-Laws provide that the Chairman of the COMEX Governors Committee will serve a
two year term and members of the COMEX Governors Committee will serve a term of ;

& three years. The COMEX Governors Committee will be divided into three classes with M
. staggered terms of office. Immediately after the Initial Special Election the members of i
COMEX Governors Committee elected as representatives of each of the floor group, the "‘
trade group, the commission group and those members of the COMEX Governors f
Committee elected to serve at large will draw lots among themselves to determine which I‘
shall have terms expiring in 1995, 1996 and 1997, respectively. Vacancies will be filled
by appointment made by the remaining members of the COMEX Governors Committee f
provided that if the vacancy being filled was held by a member of a particular group, then i
the person appointed to succeed him must be a member of the same group. In the event |
& of a vacancy in the office of the Chairman of the COMEX Governors Committee, the R
' COMEX Governors Committee shall designate one of its members to act as Chairman ;
o until the next annual meeting of COMEX Division Regular Members, at which time a '
; successor will be elected by the COMEX Division Regular Members to fill a new two- i
year term of office.

JRSCIIC IV

- 5 ° Petitions for Election to the COMEX Governors Committee (Article 44). Nominations for -'i
; & e the COMEX Division representatives on the COMEX Governors Committee, including
= “r the Chairman, must be made by petition timely filed with the Secretary of New COMEX,
- and signed by no fewer than 40 COMEX Division Members in good standing, except that
nominations for a group representative (Trade, Commission House or Floor) must be
made by petition, signed by not less than 10 members of the applicable group in good
.2 standing.
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. Concurrent Group and At Large Election (Article 44). A COMEX Division Regular
Member may not stand for concurrent group and at large election or for concurrent

Ve election to the COMEX Governors Committee as a representative of the Trade Group,
i Commission House Group or Floor Group and to the office of the Chairman of the
i COMEX Governors Committee; however, a member serving on the COMEX Governors
Committee whose term does not expire at the time of the annual election may stand for
election as the Chairman of the COMEX Governors Committee. H '
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ice By-Law Amendments (Section 500). Any By-Law of New COMEX, other than those !
designated as Special Matters or which relate to the Supermajority Matter or those relating i
to the COMEX Governors Committee, may be amended by a vote of 66%% of the New é
COMEX Board. Amendments to Article 4A of the New COMEX By-Laws may be |
proposed by one or more members of the COMEX Governors Committee, by a petition :
signed by not fewer than 50 COMEX Division Regular Members or by the Board of New B
COMEX. : i

!
. . 1
By-Law Amendments Affecting Existing Contracts (Section 502). Unless provided to the il
‘contrary in the New COMEX By-Laws or New .COMEX Rules or in the resolution it
adopting an amendment or deletion of the New COMEX By-Laws or New COMEX Rules, ‘



any amendment or deletion of the New COMEX By-Laws or New COMEX Rules that
relates to contracts traded on the COMEX Division will be binding on contracts eatered
into before and after such amendment or deletion; except where the change affects the
amount of money to be paid, or grade, quality or quantity of merchandise to be received,
in which event the amendment or deletion will be effective only with respect to the
delivery month immediately following the last month in which there is an open position
on the date such amendment or deletion becomes effective.

. Mergers, Sale of Assets, etc. (Section 505). The New COMEX By-Laws provide that
NYMEX will not enter into or effect any transaction involving the merger or consolidation
of NYMEX or the COMEX Division with or into another entity, the sale, transfer or lease
of all or substantially all of the assets of NYMEX or the COMEX Division or its successor
or any similar transaction unless (i) the surviving or acquiring entity agrees to provide the
protections with respect to Special Matters and those matters as to which COMEX
Division Regular Members are accorded third party rights under the Merger Agreement
and (ii) except in the case of a merger or consolidation of New COMEX with and into a
subsidiary of NYMEX, the NYMEX Division is transferred to such entity together, and
simultaneously with, the COMEX Division.

Any amendment to a Term Sheet Rule or Term Sheet Divergence Rule will not affect the character
of such rule as a Term Sheet Rule or Term Sheet Divergence Rule, unless and only to the extent,
specifically so stated in the notice to COMEX Division Regular Members in connection with a Special
Matter.

Supermajority Matter. Any amendment to the New COMEX Rules or New COMEX By-Laws to
grant NYMEX Division Members floor trading privileges for gold, silver or copper futures or futures
options contracts approved for trading on the COMEX Division at the time of the Merger requires a vote
by 66%% of the COMEX Division Regular Members voting at a meeting.

Financial, Physical and Other Emergencies. The New COMEX By-Laws contain provisions
relating to financial, physical and other emergencies that are substantially identical to the corresponding
provisions contained in the NYMEX By-Laws.

Disciplinary Procedures

Failure to Pay Dues, Assessments and Fees. If a COMEX Division Member fails to pay any dues,
assessments or fees when due and such failure continues for 30 days after notice, the person will be sus-
pended automatically from all rights and privileges of membership, until such failure is cured subject to
the right of the Executive Committee of the New COMEX Board to extend the 30 day period. A member
who has been suspended will thereafter be expelled from membership on the COMEX Division if the
unpaid dues, fees or assessments are not paid within 30 days of the suspension. In addition, such member
will also be required to pay a penalty equal to at least 20% of the amount due.

Effect of Suspension. A COMEX Division Member whose rights and privileges of membership
have been suspended shall continue to be subject to the New COMEX By-Laws and New COMEX Rules,
liable for all dues, assessments, fees and fines and obligated for all contracts, obligations and liabilities
entered into or incurred before, during and after such suspension.

Effect of Expulsion. A COMEX Division Member who has been eipelled shall continue to be
subject to the disciplinary and arbitration rules, liable for all dues, assessments, fees and fines imposed
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